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SACRAMENTOUPDATE

BudgetConferenceCommitteeBegins

As expected, the Budget Conference Committee began its deliberaflons on
June2, 2004 to addressthedifferencesbetweenthe SenateandAssemblyversionsof
the Budget. In anticipationof the ConferenceCommitteedeliberations,the Legislative
Analyst’s Office (LAO) releasedan analysisof the major differencesin theSenateand
Assembly versions of the budget in comparisonto the Governor’s May Revision.
A copyof the LAO’s analysisis attached,

While the May Revision includes a $997 million reserve,the LAO indicates that the
Senateversion of the FY 2004-05budgetspendsthe entire reserveplus $394 million,
and is out of balanceby $1.4 billion in comparisonto the May Revision. The difference
is primarily due to restorationsof the May Revision’s proposedreductions in social
servicesandemployeecompensation,various augmentationsto higher education,and
extendingand/orincreasingloansfrom various special funds. The LAO indicates the
Assembly version also spendsthe entire reserve plus $744 million, and is out of
balanceby $1.7 billion resulting from Zhe samerestorationsincluded in the Senate
version. In addition, the Assembly rejected the Administration’s proposedpension
obligation bonds and punitive damageawards,and increasedthe use of economic
recoverybondsby $1 billion.

Many cuts to county programsand servicesproposedby GovernorSchwarzenegger
in eitherJanuaryor May were restoredby BudgetSubcommitteesin late May. Most of
these actionswere not offset by reductionselsewhere. Therefore, there could be
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significant changesto the Budget in the ConferenceCommittee (and in Big Five
meetings)in order to ensurethat theStateBudgetmeetsthe Proposition58 balanced
budget requirement. Some of the ConferenceCommittee items of County interest
include:

• TANF Probation: the Senateand Assembly both restoredGeneral Funds for
juvenile probation previous’y funded with TANF, but the Senateadded these
fundsto the Boardof Corrections;

StatewideFingerprint Imaging System(SF15): the Assembly adoptedlanguage
to eliminate the SFIS funding and the requirementthat CaIWORKs and Food
Stampsapplicantsbefingerprinted,but theSenatedid not;

• Child SupportPenalty:theSenaterejectedlanguagethatwould requirecounties
to pay25 percentof thefederalpenalty,but theAssemblydid not;

• Food Stamp Eligibility: the Assemblyadopted languageallowing personswith
felony convictions for possessionor use of drugs to qualify for Food Stamp
benefits,but theSenatedid not;

• Booking Fee Subventions:the Assembly funded this item with $20 million and
the Senatewith $1 ,000 in lieu of the regularcontinuousappropriationof about
$38 million; and

• JuvenileJusticeReform: theSenaterequiredtheBoardof Correctionsto submit
a detailed plan for how $500,000 will be used to develop a Juvenile
Justice/CaliforniaYouth Authority reform, butthe Assemblydid not.

We will continueto keepyou advised.
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Mny2B,7004

T .~ 2004-05GeneralFund Condition~—
~ May Revision and Assembly

60 YEARS 05 SERVICE

(In Millions)

Oovsnior’s fltidqet Assembly
_______ ___________ QI8ay Revis~on} Vers~oo Ojiference

Prior-year fund batanoa S2,S16 $2,914 LBS

Revenuesarid transfers 7&688 _j~j,_~-ss7
Total resourcesavailable $79,504 $76,906 -$598

Expenditures ,~]~72j_,j~143

Endingfund balance $1,926 $185 -$1,741

Encumbrances 92Q 929

Reserv~ $997 -$744 SI 741

Reserve.TheAssemblyversionresultsin a 2004-05year-end
deficitof $744million, which is $t.7 billion less than the$997
million positivereserveindudedin the May Revision.

Revenues,TheAssemblyversionassumestotal !eVenuesand
transfersof $76 billion in 2004-05,which is $697 million less
thantheMay Revision.Mostofthe differenceis relatedto the
revenue-sideimpactsof theAssembly’srejectionof the
administration’sproposedpensionobligation bond.

Expenditures.TheAssembly’sGeneralFundexpendituretotal
is $78.7 billion in 2004-05,which is $1.1 billion mnrethan the
May Revision.Thenetincreaseis relatedto therestorationof
theadministration’sproposedreductionsin socialservicesand
employeecompensation,andvariousincreasesin higheredu-
cation. in addition,theAssemblyrejectedtheproposalsrelated
to pensionobligationbondsandpunitivedamageawards.The
Assemblyversionassumesa $1 billion increasein theuseof
economicrecoverybonds.
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T A 2004-05GeneralFund Condition—
~ ~ May Revisionandsenate
40 YEARS OP SERViCE

(In Millions)

Goi~em&sBudget Senate
(May RevIsion) Vers4on Difference

Prior-year fund balance $2,816 $2,561 $45
Revenues and transfers 76,668 76,761 73
Total resourcesavailable $79,504 $79,822 $118

Expenditures
Ending fund balance $1,926 $534 -$1,392
Encumbrances 929 929 -

Reserve~ £997 $394 SI 392

Reserve.The Senatev~rsioncesultsin a 2004-05year-end
deficit of $394million, which is $1.4 billion lessthanthe
$997 milllion~positivereservetotal in the May Revision

Revenues,,The Senate~versionassumestotal revenuesand
transfersof $76.8billion in 2004-05,which is $73 million more
thanthe MayRevision Thedifferenceis largely relatedto Sen-
ateactionsextendingand/orincreasingloansfrom various
specialfunds,

Expenditures.The Sedate’sexpendituretotal is $79.1 billion,
which is $1.5 billion morethantheMay Revision.Theincrease
is largely relatedto restorationsof theMay Revisionsproposed
reductionsin socialservicesand employeecompensationand
variousaugmentationsfo highereducation.
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LAOSa
60 YEARS OF SERVECS

(In Millions)

Major DifferencesFrom May Revision
S

Assembly

PngranAM

HigherEducation

Amount5 Oc~crtption

$560 a ReducedfeeIncreases,
provided increasesicr intafon
andenrollment
Addedfundsfor ofleachand
studentaid.

SocialSeedces 360 Restoredgrant reducilenandCOLA 557
suspensions.

• AddedCalWORKsFundsfor
employmentservices.
Rejectedwagereductionfor IHSS.

a Recognledleduralauthorizationto
deferthudsupportautomationpenalty
until 2005-06.

a Restoredgrantreduclionand
COLA suspensions.

a AddedCalWORKstunis Irs
employmentservices.

- ReplacedTAME Funding for
iu’Ienile probationwlth General
1-und(SenatearMed these
kindsto Boardof Corrections).

a RejSedwagereductionFor
lHSS,

a ReosjnszedFederalaiithsrizatbn
to defercNld stçponautomafun
penaltyuntil 2C~S06.

EmployeeCempen~tion 464 a RejeoledMay Revision savings 4434 a RejectedMay RevIsionsavings
~.

Youth andAdult corrections 14 a Adoptedmostnen-cernpensalion -281 - RejectedvariousMay Revision
related May Revision savings, proposals.

a Adoptedadditionalsavisgsof a Adooledunaliocatudreduction
$126 udlion metaledto changesin of $477 million.
sentencinglaw.

a ReplacedTAI4FfundingIcr juvenile
~

TtlalCourtfunding ID a AdoptedMayRevisienpmposed -92 a RejectedMayflesision
$99 mnilion augmentation. proposedaugmentation101Trial

~h.
PunitiveDamages — a AcceptedMay Revisionproposal.

areaFrom May Revision(scheduleB).

450 a RejectedMay Revision
proposal.

Continued

AffiOunta Descrupion

$603 a Reducedlee increases,provided
increasesfor inflation andenn~ent.

a AddedKinds lot outi~eadsandstudent
aid.

a
Total differenceby program
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L1&O~Major DifferencesFrom May Revision (Continued)

60 YEaRSOF S6RVICE

(‘In Millions)

-$7 a Samelevelof Proposition96 funding
asMay RM~lon.

a RejectedMay Heuisionproposals
relatedto celegoriralkurPiiruj, diM
carerelorm,andequalization.

Assembly

Ansourita

$44 a SametevetofPmopositionsfl
fundleqasMay RevIsion.

a RejectedMay Revision
proposalsralalcrl.to categorical
funding, endchild carerelomi.

a AddedKinding bruniversal

a Proceedsusedto offseter
expensesin 200405.

‘692 a Rejectedpensionbond
(-$576mil~on).

a Reducedchild supportpenalties
tram counties(perfederal
auttsodzaljcn—seeSocial
Services).

Total differenceby programareafrom May Revision(Schedule9).

ProgoenArea

1(12Education

Ameunt5 Oescdpttoa

Health ______

PensionObligationBonds

‘41 a Mactedchanges.
— a Acceptedadninistrationproposal

EconomicRecoveryBonds

preschool.

a AnceptedMay Revision proposal.

23 a Modestchanges. —

353 a Rejectedadministration
proposal,replacedwith
$1 bi~ionIn additionaleconomic
recoverybondproceeds(see

S
-1000 a lrueasedsizeotbondby

$1 bition.

2004-05RevenuesandTronsfetc a Additional loansandtransfers.

a
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